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2FEDERAL DEPOSIT INSURANCE CORPORATION
A statement of policy providing guidance on external auditing procedures for state
nonmember banks was issued by the FDIC (see the 1/22/90 Fed. Reg., pp. 2142-50). 
The procedures were proposed in the 5/23/89 Federal Register (see the 5/29/89 
Wash. Rpt.) and cover loans, allowance for loan losses, securities, insider 
transactions, and internal controls. The policy statement outlines the extent of 
testing that is appropriate when carrying out these procedures and the 
information recommended to be included in the report of the independent auditor. 
A bank in a state with auditing requirements that correspond to or exceed these 
basic procedures can satisfy the policy statement when the bank has the 
state-mandated external auditing program performed, the FDIC said. State 
nonmember banks which are owned by another company and are directly or indirectly 
included in the audit of consolidated financial statements of the parent company 
are not required to have separate external auditing procedures performed by an 
independent accountant. The effective date of the policy statement was 1/22/90. 
For further information after reading the policy statement, contact Doris L. 
Marsh at the FDIC at 202/898-8914.
FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
Grandfathering and dual licensing of real estate appraisers are two issues addressed
in a notice of guidelines released by the FFIEC (see the 1/24/90 Fed. Reg. , pp. 
2409-11). The notice of guidelines is designed to assist states in establishing 
organizational structures for licensing and certifying appraisers, the FFIEC 
said. Title XI of the Financial Institutions Reform, Recovery and Enforcement 
Act of 1989 (FIRREA) provides that states may establish a state appraiser 
certifying and licensing agency to assure availability of appraisers for 
federally related transactions and to assure effective supervision of those 
appraisers. The Appraisal Subcommittee of the FFIEC was established by FIRREA to 
monitor the state appraiser certification and licensing systems. The notice 
states that "all appraisers subject to the licensing or certification provisions 
of Title XI must be qualified through appropriate testing and experience 
requirements established by state law." Individuals designated as certified real 
estate appraisers shall have, at a minimum, 1) satisfied the criteria for 
certification issued by the Appraisal Qualifications Board of the Appraisal 
Foundation, and 2) passed a state administered examination which is consistent 
with the Uniform State Certification Examination issued or endorsed by the 
Appraisal Qualifications Board of the Appraisal Foundation. The FFIEC said 
states should establish meaningful qualification standards for licensed 
appraisers, including testing, experience, and educational requirements that are 
adequate to demonstrate knowledge and competency. The FFIEC also said "no 
individual or group of individuals shall be deemed exempt from meeting the 
criteria established for licensing or certification, or be otherwise 
'grandfathered' into the system." However, the FFIEC said this is not meant to 
preclude states from recognizing existing licenses or certification designations 
of individuals who currently meet existing state licensing or certification 
requirements, so long as those requirements are consistent with the provisions of 
Title XI. Comments must be received on or before 3/6/90. For further 
information after reading the notice, inquiries may be directed to Keith 
Todd--APPRAISAL INQUIRY, at the FFIEC, 1776 G Street, N.W. Washington, D.C. 
20006.
TREASURY, DEPARTMENT OF
Some employees who received reimbursement for business travel may need to claim a
deduction on their 1989 tax returns for reimbursements that did not need to be.
but were, included in income on their Forms W-2. the IRS announced in Notice
390-14. Taxpayers most likely to be affected are those who report their expenses 
to their employer but who received reimbursement based on mileage and per diem 
rates higher than standard rates, the IRS said. Most employees, the IRS said, 
will not need to take a deduction because their reimbursements for travel 
expenses were not included with wages on their W-2 forms. Taxpayers who were 
reimbursed on a dollar-for-dollar basis and those reimbursed in amounts equal to 
or less than standard per diem and mileage rates are not likely to be affected. 
The IRS explained that for 1989 the rules regarding the tax treatment of employee 
business expenses were changed so that reimbursements would not be reported as 
taxable income on Forms W-2 under a plan that requires the employee to 
substantiate each business expense to the employer and requires the employee to 
return excess amounts to the employer. In turn, the employees would not take a 
deduction for those expenses. Notice 90-14 is scheduled to be published in 
Internal Revenue Bulletin 1990-7, dated 2/12/90. For further information after 
reading the notice, contact Richard Pavel at the IRS at 202/377-9372.
The revised instructions for Form 5452 will not be in effect for return of capital
distributions made during calendar year 1989. the IRS said in Announcement 90-16. 
In late 1989, the IRS revised the instructions to Form 5452, a form filed to 
substantiate amounts reported as return of capital distributions on Form 
1099-DIV. Prior to the revision, an entity which paid a return of capital 
distribution during a calendar year could file Form 5452 by February 28 of the 
following year using estimated amounts. An extension of time to file a final 
Form 5452 with supporting documentation was then obtained, as many entities could 
not complete the documentation required to be attached to the form by February 
28. Such documentation generally includes: 1) A year-by-year computation of 
earnings and profits ("E&P") beginning with the later of the last year Form 5452 
was filed or the year of incorporation. This schedule also includes a 
reconciliation between Schedule M and E&P; 2) A copy of pages 1 and 4 of the 
current year's Federal income tax return, Form 1120; and 3) A reconciliation of 
book and tax basis balance sheets.
The revised instructions to Form 5452 stated that a taxpayer can report 
return of capital distributions on original Forms 1099-DIV only if Form 5452 is 
filed in final form (with all supporting documentation) by February 28. Thus, if 
an entity needs to extend the filing of a final Form 5452, it must initially 
report all its dividends as fully taxable on Forms 1099-DIV. When the entity 
later files Form 5452 in final form, it would then report the return of capital 
distributions to shareholders on corrected Forms 1099-DIV.
These changes to the instructions presented severe reporting problems for 
corporations and their shareholders. Therefore, on 1/11/90, several AICPA 
representatives met with the IRS to discuss the problems created by the revised 
instructions and to review some alternative solutions. The one year delay in the 
effective date of the revised instructions is the result of that meeting. We 
will work with the IRS to develop an acceptable approach for future years.
Announcement 90-16 is scheduled to be published in Internal Revenue Bulletin 
1990-7, dated 2/12/90.
SPECIAL: HOUSE WAYS AND MEANS SUBCOMMITTEE ANNOUNCES HEARINGS ON MISCELLANEOUS REVENUE
ISSUES
Hearings on miscellaneous revenue issues will be conducted on 2/21-22/90 by the House
Ways and Means Subcommittee on Select Revenue Measures. The hearings are 
scheduled to begin at 10:00 a.m. in Room 1100 of the Longworth House Office 
Building in Washington, D.C. Among the issues scheduled for consideration are 
the following: installment sales for automobile dealers; annual accrual method
4of accounting for certain farming corporations; look-back method for long-term 
contracts; accrual method of accounting; small electing property and casualty 
insurance companies and the alternative minimum tax; capital gains preference for 
insolvent farmers; gifts of appreciated property; extension of section 401(k) 
plans to tax-exempt employers; IRA limitation modification; application of 
limitations on benefits for clergy members; and extension of carryforward of 
foreign tax credits. Individuals interested in testifying must telephone their 
requests to Harriett Lawler or Diane Kirkland at the Committee at 202/225-1721 by 
2/9/90. Individuals who wish to submit written statements for inclusion in the 
printed record of the hearings should submit at least six copies of the testimony 
by the close of business 3/9/90. For further information about the hearings or 
about testifying, contact Ms. Lawler at 202/225-1721.
SPECIAL: HOUSE MEMBERS NAMED TO FILL COMMITTEE VACANCIES
Democrat and Republican leaders have named members to serve on several committees in
the U.S. House of Representatives on which there were vacancies. Rep. Edolphus 
Towns (D-NY) has been named to the seat on the Energy and Commerce Committee held 
by the late Rep. Mickey Leland (D-TX). Another vacancy on the committee created 
by the resignation of Rep. James Florio (D-NJ), who was elected governor of New 
Jersey, has not been filled. On the Ways and Means Committee, Rep. Benjamin 
Cardin (D-MD) has been named to serve in the slot previously held by Rep. Richard 
Gephardt (D-MO), who now serves as House Majority Leader. Rep. Mel Levine (D-CA) 
and Rep. Tom Campbell (R-CA) have been named to vacancies on the Judiciary 
Committee. Rep. Levine assumed the seat previously held by Rep. Cardin; Rep. 
Campbell replaced the late Rep. Larkin Smith (R-MS). Rep. Gary Condit (D-CA) and 
Rep. Ileana Ros-Lehtinen (R-FL) have been named to serve on the Government 
Operations Committee.
For further information contact Shirley Twillman at 202/737-6600.
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